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30 March 1964 


MEMORANDUM FOR: 
THROUGH ' : 

ft 

SUBJECT \: 


Director of Logistics 

• /'"I 01 AP y 1964: 

Deputy Director (Support) i' . ' * 

Report of Audit of Procurement Division 
1 October 1961 to 31 December 1963 



1. Attached is subject report. Please advise this office 
of the action taken on the recommendations contained in para- 
graph 3 of the report. 

2. We appreciate the cooperation and assistance extended 
to members of our staff during the audit. 


Chief, Audit Staff 


Attachment 

Distr ibut ion: 

Orig. & 1 - DD/S 

1 - d/l 

1 - Ch/Proc Div. 

1 - Exec Dir/Compt 

2 - Dir/Fin 
1 - IG 
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DD/S Distribution: 
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A VDFT STAFF 


REPORT OF AUDIT 


This report presents the findings de- 
veloped from an audit undertaken pur- 
suant to Audit Staff responsibilities 
and authorities set forth in organiza- 
tion regulations. Unless otherwise in- 
dicated in the report, the audit in- 
cluded review and appraisal of internal 
controls and procedures and such 
other audit processes, test checks and 
verification of accounts, assets and 
transactions as were considered ap- 
propriate and consistent with generally 
accepted audit standards in the cir- 
cumstances. 

The objectives of the audit were to 
determine for management whether 

(1) Adequate controls and pro- 
cedures have been established 
and are being applied effec- 
tively to safeguard organiza- 
tion resources and assure 
that resources are used only 
for approved and legal pur- 
poses, and 

(2) Activities are being con- 
ducted economically, effi- 
ciently and in conformance 
with policy determinations 
and directives. 


Procurement Division 


For the period: 

From, 1 October 1961 

Through 31 December 1963 



Date 30 March 1964 


This report consists of 2 page(s). 
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REPORT OP AUDIT 
Procurement Division 

For the Period 

1 October 1961 - 31 December 1963 


INTRODUCTION 


25X1 


1 This audit covers activity of the Procurement Division 
(PD) of the Office of Logistics other than procurement by Project 


25X1 


SUMMARY OP FINDINGS AND RECOMMENDATIONS 

2. The administration and operations of the PD were found 
to be generally good. However, there is a continuing need for 
the Division to participate to a greater extent in the planning 
and execution of R&D type contracts. Also, we found need for 
strengthening administrative control over the exec ution and 
amendment of procurement action and improvement of 
1 'operating procedures. 


3. Recommendations arising from our audit are summarized 
below and discussed in the paragraphs indicated: 


a . 


Make specific arrangements with requisitioning 
components for direct participation by Procure- 
ment Division in proc urement pla nning and execu- 

- - - 1 1 (Paragraph 4) 


tion as prescribed by 


b . 


c . 


Clarify published procedures for negotiating and 
finalizing contracts. (Paragraph 5) 


Improve documentation of 
(Paragraphs 6-9) 


procurement actions 


25X1 


25X1 


25X1 


Approved For Release 2002/07/10 

SECRET 


GROUP 


downgrading 
declassification 


1 

; and 
\Ym 


782A000200070001 -2 




Approved For Releas^W2i57li[l> : CIA-RDP78-04782A000200070001-2 


- 2 - ' 

d. Formalize agreements with major suppliers used 
for over-the-counter purchases. Where this is 
not feasible, prepare memorandum for the record 
to substantiate the details of agreements. 
(Paragraph 10) 


DETAIL COMMENTS 

Continuing Need for Procurement Division To Exercise 
More Control and Participate to a Greater Extent in 
the Preliminary Stages of Procurement Action 

4. In the previous audit report we discussed the desira- 
bility of greater participation by the Procurement Division 

in selecting the sources of supply, obtaining cost estimates, 
and evaluating all aspects of proposed procurements. This 
continues to be a problem area. During the audit we found 
numerous instances, particularly in research and development 
contracts, where the requisitioning component had selected a 
source and completed all negotiations and the only function 
remaining to be performed by PD was formalizing the procurement 
documents. In one instance after the requisitioner had arrived 
at an understanding with a supplier for a CPFF contract, the 
PD obtained additional proposals and signed a fixed price con- 
tract at considerable savings. We recommend PD continue it s 
efforts to enforce the provisions of Procurement | 

limiting action on research and development contracts by com- 
ponents to the solicitation of proposals on technical aspects 
of work to be done and general cost and time factors involved. 

Need for Clarification of Published PD Policies and 
Procedures in Negotiating and Finalizing Contracts 

5. In a considerable number of procurement actions reviewed 
which resulted in contracts, the published policies and procedures 
of PD were not complied with because of misinterpretations of 
stated policies and procedures. Areas which require attention 

in this regard are detailed below: 

a. Contracts sometimes exceed the property cost 

authorizations of the requisition, and no action 
is taken to obtain approval from the requisition- 
ing component before finalizing. Approval should 
be obtained from component before executing pro- 
curement action. 
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b. Procurement Division officials have been authorized 
to execute contracts within stated dollar limits. 
According to LI-1-3 amounts in excess of those 
specified for each contracting officer position 
shall require approval by higher authority. The 
method of approval is not indicated in the Logistics 
Instruction. The method being used is endorsement 
on Form 1218, "Procurement Justification Supplies 
and Services,’ 1 by Director of Logistics or Chief, 
Procurement Division. We feel that LI-1-3 should 

be revised to clarify the method of delegating the 
increase in contracting authority. 

c. Contracting officers negotiate and execute contract 
amendments in increments up to the amount of their 
authority resulting in final contracts which some- 
times exceed their delegated authority. LI-1-3 
should be revised to clearly state the amount that 
contracting officers can sign in amending existing 
contracts . 

d. Contracts do not generally show the date of accept- 
ance and signature of contractor. We believe esta- 
procedures should provide for the signing and dating 
of contracts. 

We recommend that the Procurement Division adhere more closely 
to established procedures for negotiating and finalizing con- 
tracts and clarify the authority of contracting officers. 
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that the Agency interests have been adequately protected. We 
recommend that agreements with all major suppliers used for 
over-the-counter purchases be formalized or in cases where a 
formal written agreement is not feasible a unilateral memorandum 
be prepared to substantiate the details of security, pricing, 
and other arrangements with each supplier. | |has agreed to 
document informal agreements with major suppliers . 
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